
Recommendation to approve premium rates and benefit changes for the 2014 calendar year for the 
medical, dental, life, and disability benefit plans applicable to represented and non-represented 
employees.

SUBJECT

September 03, 2013

The Honorable Board of Supervisors
County of Los Angeles
383 Kenneth Hahn Hall of Administration
500 West Temple Street 
Los Angeles, California 90012
 
Dear Supervisors:

MEDICAL, DENTAL, LIFE INSURANCE, AND DISABILITY PLANS FOR 2014
(ALL DISTRICTS) (3 VOTES)

IT IS RECOMMENDED THAT THE BOARD:

1.  Approve proposed premium rates for County-sponsored plans as follows:  (a) medical and dental 
rates for represented employees for the period January 1, 2014 through December 31, 2014, as 
recommended in this letter and shown in Exhibit I; (b) medical and dental rates for non-represented 
employees for the period January 1, 2014 through December 31, 2014, as recommended in this 
letter and shown in Exhibit II; (c) basic life and accidental death and dismemberment (AD&D) 
insurance rates for represented and non-represented employees and, for represented employees 
only, optional group term life and dependent life insurance rates, for the period January 1, 2014 
through December 31, 2016, as shown in Exhibit III; (d) Supplemental Group Variable Universal Life 
(GVUL) and dependent term life for non-represented employees for the period January 1, 2014 
through December 31, 2016 as shown in Exhibit III; (e) Survivor Income Benefit (SIB) rates for non-
represented employees for the period January 1, 2014 through December 31, 2016, as shown in 
Exhibit III; and (f) rates for Short-Term Disability (STD), Long-Term Disability (LTD) and LTD Health 
Insurance plans, as shown in Exhibit IV.

2.  Instruct County Counsel to review and approve as to form the appropriate agreements and/or 
amendments as follows:
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     a.  Anthem Blue Cross and Anthem Blue Cross Life and Health Insurance Company (Anthem 
Blue Cross); Cigna Health and Life Insurance Company and Cigna Healthcare of California, Inc. 
(Cigna); Kaiser Foundation Health Plan, Inc. (Kaiser); UnitedHealthcare of California and 
UnitedHealthcare Insurance Company (UnitedHealthCare); SafeGuard Health Plans, Inc. 
(SafeGuard); Delta Dental of California (Delta Dental PPO); Delta Dental of California for DeltaCare 
USA (DeltaCare USA); and Metropolitan Life Insurance Company (MetLife); or their successors and 
affiliates, as necessary, for the period January 1, 2014 through December 31, 2014. 

     b.  Life Insurance of North America (LINA) or their successors or affiliates, as necessary, for the 
period January 1, 2014 through December 31, 2016.

3.  Instruct the Chair to sign the aforementioned agreements and/or amendments.

4.  Approve proposed premium rates for the health plans sponsored by the Association for Los 
Angeles Deputy Sheriffs, Inc. (ALADS) and the Los Angeles County Fire Fighters Local 1014 (Local 
1014), and proposed premium rates and benefit coverage changes for the California Association of 
Professional Employees (CAPE), for the period January 1, 2014 through December 31, 2014, as 
shown in Exhibit V.

5.  Instruct the Auditor-Controller to make all payroll system changes necessary to implement the 
changes recommended herein to ensure that all changes in premium rates are first reflected on pay 
warrants issued on January 15, 2014.

PURPOSE/JUSTIFICATION OF RECOMMENDED ACTION

PURPOSE

The County maintains employee health, dental, group life and other insurance programs to provide 
benefits that promote the effectiveness, health, and welfare of its workforce.  The current premium 
rates and/or agreements for all County and union-sponsored medical, dental, and life insurance 
plans will end on December 31, 2013.  The purpose of the recommendations contained in this letter 
is to implement negotiated agreements with carriers to continue existing benefits and to adopt 
changes, as recommended, for the 2014 calendar year. 

JUSTIFICATION  

Overall Premium Negotiation Process and Results

County-Sponsored Plans in General  -  The recommendations regarding the County-sponsored 
plans (Exhibits I, II, III, and IV) are the result of negotiations between the health, dental, and life 
insurance carriers and the County negotiating team consisting of representatives of the Chief 
Executive Office (CEO), Department of Human Resources (DHR), and the County’s group insurance 
consultant, Aon Hewitt (Aon).  The unions’ benefit consultants also provided input into the insurance 
carrier negotiation process for County-sponsored plans with benefits governed by the Fringe 
Benefits Memoranda of Understanding (MOU) with Service Employees International Union Local 721
 (Local 721) and the Coalition of County Unions (CCU).

Aon has concluded that the County-sponsored plans carriers’ final negotiated rates are justified.  
Their opinion and the supporting due diligence are documented in Attachments A and B.
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In general, County medical and dental plans are rated by carriers based on the cost of claims, claims 
trend, and administration costs.  The ratings also consider the health risk of and the utilization of 
health care by County employees and their covered dependents.  The County-sponsored medical 
plan rates recommended in this letter increased an average of 8.9 percent for represented 
employees and 8.8 percent for non-represented employees over last years’ rates.  Aon estimates 
that nationwide medical cost trends will average 11 percent in 2014, 2.1–2.2 percent greater than the 
County plan increases.  These trends include an additional 2.5 percent in fees and assessments 
imposed on the health plans in 2014 under the Affordable Care Act (ACA).  The impact of the ACA 
on the County’s health insurance providers is discussed further in this report.  

The nationwide dental cost trend continues to be more moderate than the medical cost trend, 
averaging 4 percent to 5 percent, depending on the type of plan.  The rates for the County’s Delta 
Dental PPO plan, which covers the majority of the County’s employees, will decrease for 2014.  

Basic life and AD&D rates remain the same as the 2013 rates and are guaranteed through 2016.  
Due to the County’s favorable experience, optional group term life, and dependent life insurance 
rates will decrease by 4 percent for represented employees for 2014 and are guaranteed through 
2016.  Supplemental GVUL and dependent term life insurance rates for non-represented employees 
remain unchanged and are guaranteed through 2016.  SIB rates for non-represented employees 
remain the same as 2013 and are guaranteed through 2016.

County Approved Union-Sponsored Plans  -  The premium and benefit recommendations in Exhibit 
V for County-approved union-sponsored health plans were negotiated by the sponsoring unions and 
evaluated by the CEO and DHR pursuant to the relevant provisions of the CCU Fringe MOU and 
County Code.  The joint CEO and DHR recommendations are provided later in this report.

Renewal Policy and Process  -  In accordance with County policy, the County negotiating team 
requires all carriers to justify rates and support proposed contract terms for the upcoming plan year.  
The rate renewal process for 2014 (Attachments A and B) was designed to encourage full 
involvement and transparency among all County, union, and carrier stakeholders.  The process 
involved production of data by carriers as needed, identification, in-depth analysis, and evaluation of 
all material underwriting issues in carrier proposals, and documentation of due diligence and 
financial results.  All parties complied with the process.

Overall Results  -  Attachment C is a high level summary of carrier negotiation results that compare 
the estimated actual total premiums from initial carrier premium quotes for 2014 with the final result 
after performance guarantee review, challenges to carrier underwriting, benefit changes and 
negotiation.  Summary reasons for the negotiated reductions are given.

Total 2014 premiums to be paid to health, dental, group life and other insurance plan carriers are 
estimated to be $1.3 billion, of this total just over $1.1 billion is for County-sponsored plans and 
$227.8 million for Union-sponsored plans.  This is an increase of $100 million (8.3 percent) over 
2013.

Total savings from initial 2014 carrier proposals are $19.1 million.  This amount includes $18.2 
million in negotiated savings from 2014 carrier proposals and $901,435 from performance guarantee 
refunds and rate credits. 

Attachment C also shows the percentage increase for each carrier by cafeteria plan as well as the 
total increase for County-sponsored health, dental, group life and other insurance programs.  The 
increase in medical plan premiums estimated to be paid to health carriers during 2014 will range 
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from 7.9 percent to 13.2 percent (8.9 percent average).  This is lower than the expected average 
projected nationwide medical cost trend increase of 11 percent.  The overall decrease for dental 
plans will be -8.3 percent.  For 2014, AD&D insurance rates will remain the same for both 
represented and non-represented employees.  

2014 Premium Rates Recommended for Approval  

Recommended Rates  -  County and union-sponsored health, dental, group life and other insurance 
rates recommended for adoption are shown in Exhibits I through V.  Unless otherwise noted in this 
letter, the rates support existing benefits consistent with the applicable MOU or County Code 
provision.  The rates shown in these exhibits are the monthly prices that employees will pay from 
County cafeteria plan contributions after County subsidies are subtracted from negotiated premium 
rates paid to carriers.  For this reason, percentage increases in premium rates to be charged to 
employees as shown in the Exhibits, in many cases, may differ from the negotiated increases in 
premium to be paid to carriers as reported in the body of this letter and in Attachment C.
 
Union Concurrence  -  On August 8, 2013, the CCU and management representatives in the Labor-
Management Employee Benefits Administration Committee (EBAC) voted to recommend the 
premium rates for employees represented by the CCU.  

On August 14, 2013, Local 721 and management representatives in the Labor-Management Benefits 
Administration Committee (BAC) voted to recommend the premium rates for the County-sponsored 
plans applicable to employees represented by Local 721.

Impact of the Affordable Care Act

In general, the Affordable Care Act enacted reforms to provide affordable health insurance to 44 
million uninsured Americans and to reduce the growth in health care spending.  In 2014, new fees 
and assessments mandated by the ACA on health insurance providers will account for an 
approximately 2.5 percent increase in health care costs.  These new fees and assessments include 
a Health Insurance Industry fee, a Reinsurance Assessment, and the Patient Centered Outcomes 
Research Institute (PCORI).  These fees and taxes are intended to help fund the Affordable Care 
Act.

The ACA requires that most Americans have health coverage in 2014 or pay a penalty.  The health 
coverage offered to County employees more than meets the standards required under the ACA.  
The new health insurance marketplaces are designed primarily for individuals who are not offered 
employer subsidized health insurance coverage or are offered coverage that does not meet certain 
minimum value and affordability standards required by the ACA.  Therefore, the health insurance 
marketplaces and exchanges generally do not apply to County employees.  Nevertheless, as 
required by the U.S. Department of Labor, the County will deliver an informational notice about the 
new health insurance marketplaces in their annual benefits enrollment package.

Implementation of Strategic Plan Goals
The recommended actions are consistent with the principles of the Countywide Strategic Plan by 
promoting the well-being of County employees and their families by offering comprehensive 
employee benefits.

FISCAL IMPACT/FINANCING
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Each cafeteria plan, including represented employee plans provided by MOUs with County unions, 
provides for a County contribution and, in some cases, an additional subsidy to help pay the cost of 
insurance benefits.  Employees pay for additional costs above and beyond the County contributions 
through payroll deductions.

For represented employees, the County contributions and subsidies to the cafeteria plans are 
determined through the collective bargaining process.  The negotiated amounts currently in effect 
are set out in the 2012-2013 fringe benefit agreement with Local 721 and the amendment to the 
fringe benefit agreement with CCU, which expire on September 30, 2013.  Until such time as the 
current contributions and subsidies are changed by successor agreements, there will be no change 
in the County costs related to the cafeteria plans or group insurance benefits.  Pending that event, 
the costs of the 2014 increases in group insurance premiums recommended herein will be borne 
entirely by the affected employees through increases in payroll deductions.  

To preserve internal equity, the same treatment will be extended to non-represented employees.  All 
increases in the premium rates affecting non-represented employees will be absorbed by the 
employees through higher payroll deductions pending any future Board action regarding cafeteria 
plan contribution or subsidy amounts.

FACTS AND PROVISIONS/LEGAL REQUIREMENTS

The general facts concerning 2014 premium rate and benefit adjustments for County-sponsored 
plans affecting both represented and non-represented employees are stated in this section.  The 
details of each carriers’ County-sponsored medical, dental, group life and other insurance plan 
proposal, Aon’s evaluation and opinion concerning their justifications and terms of offer are given in 
Attachments A and B.

Medical Plan Rates Affecting Represented Employees

Cigna Rates for 2014:

Cigna provides two different plans to employees represented by the CCU: a Health Maintenance 
Organization (HMO) and a point of service plan (POS).  The 2014 negotiated contract rates for the 
HMO and POS plans will increase by 13.2 percent.  Aon’s opinion certifying Cigna’s 2014 rates as 
justified is included in Attachment A.

Kaiser Rates for 2014:

The rates for the CCU plan in 2014 will include a change in the Durable Medical Equipment (DME) 
benefit that includes a supplemental benefit to match the DME coverage for the Local 721 plan.  
Kaiser’s 2014 rates will increase by 7.8 percent for the CCU plan and 7.7 percent for the Local 721 
plan.  

Aon’s opinion certifying Kaiser’s 2014 rates as justified is included in Attachment A.

UnitedHealthcare Rates for 2014:
  
UnitedHealthcare provides two fully insured plans to employees represented by Local 721: an HMO 
and a preferred provider organization (PPO) plan.  The 2014 overall negotiated contract premium 
rates for both plans will increase by 9.9 percent (9.7 percent for the HMO and 19.9 percent for the 
PPO).  Aon’s opinion certifying UnitedHealthcare’s 2014 rates as justified is included in Attachment 
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A.

Union-Sponsored Plan Benefit Changes and Rates for 2014:  

Premiums for County-approved union-sponsored plans will also increase for 2014.  The estimated 
increase in premiums paid to carriers in 2014 on behalf of the union-sponsored plans is 
approximately $14.7 million or 6.9 percent over 2013.  Proposed 2014 premium increases to be paid 
to carriers and benefit changes for the ALADS, CAPE, and Local 1014 plans are summarized below:

     1.  ALADS, 9 percent increase with no benefit changes;
     2.  CAPE, 5 percent increase with an enhanced vision benefit through Vision Services Plan (VSP) 
and an increased DME benefit for all plans; and
     3.  Local 1014, 4.7 percent increase with no benefit changes.

The subsidized rates to be paid by employees enrolled in union-sponsored plans are summarized in 
Exhibit V.  The complete list of carrier benefit changes, upon which the 2014 rates are based, is 
documented in the Union request letters attached to Exhibit V.  We have reviewed the changes for 
all three plans and support them.  

Dental Plan Rates Affecting Represented Employees

The recommended employee contribution rates for County-sponsored represented employee dental 
plans are summarized in Exhibit I.  The employee contribution rates shown for the Delta Dental PPO 
plan are Delta’s proposed rates for 2014, less current County subsidies included in the 2012-2013 
fringe benefit agreement/amendment with Local 721 and the CCU.  As already noted, these 
subsidies will remain fixed unless and until changed by successor agreements.  Since subsidies can 
affect year-to-year differences, the percentage rate differences shown in Exhibit I differ from those 
described in this section.  The rates for prepaid dental plans (DeltaCare USA and SafeGuard) are 
the rates negotiated with the carriers.

Delta Dental PPO plan contract rates will decrease by 8.6 percent for the CCU and by 9.4 percent for 
Local 721 for 2014.  In addition, the CCU and County have agreed to a two-month premium holiday 
in April and May 2014 in order to bring down a high premium stabilization reserve with Delta Dental.  
This means in April and May 2014 there will be no premiums charged to either the employee or the 
County for those employees enrolled in the Delta Dental Choices plan.  A decision on premium 
holiday for Options participants is pending an agreement between Local 721 and the County.  The 
prepaid dental plan DeltaCare USA’s rates remain the same for both Local 721 and the CCU.  

SafeGuard’s contract rates will decrease by 1 percent for 2014.

Aon’s opinion certifying the dental rates as justified is included in Attachment B.

Life Insurance and Disability Programs for Represented Employees

Basic term life and AD&D rates for 2014 are the same as 2013 and are guaranteed through 2016.  
Optional group term life insurance, and dependent life insurance rates will be reduced by 4 percent 
due to favorable experience and are guaranteed through 2016.

Medical Plan Rates Affecting Non-represented Employees

Non-represented employees who participate in the MegaFlex and Flexible Benefit plans have a 
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choice between Kaiser and four Anthem Blue Cross health plans, which include an HMO, POS, 
PPO, and a Catastrophic Plan. For 2014, the average increase in contract rates for the Anthem Blue 
Cross HMO and Anthem Blue Cross indemnity plans (POS, PPO, and Catastrophic) will be 9.4 
percent.  Kaiser’s 2014 rates will increase by 7.9 percent.  

There are currently no employees enrolled in the Kaiser Mid-Atlantic plan, this plan is offered to the 
few County employees working in the Washington, D.C. area.  Kaiser notified the County that 
employees may enroll in the plan for 2014 if desired and rates will be set upon enrollment.  

Aon has reviewed the proposed increases and recommends that the County accept the final 2014 
renewals offered by Anthem Blue Cross and Kaiser. See attachment B for their review and opinion.

We recommend that the Board continue the historical County practice of funding any difference 
between the negotiated contract cost of these plans and the contribution paid by the employees.  
The recommended employee contribution rates for non-represented employees are summarized in 
Exhibit II.  However, as mentioned earlier, any increases to the County subsidy as a result of labor 
negotiations are not yet included so the rates in Exhibit II will change after labor negotiations are 
completed.

Dental Plan Rates Affecting Non-represented Employees

The recommended employee contribution rates for County-sponsored non-represented employee 
dental plans are summarized in Exhibit II.  The Delta Dental PPO rates have been reduced by 
current County subsidies previously approved by the Board.  As already noted, these subsidies will 
remain fixed unless and until changed by successor agreements.  Since subsidies can affect year-to-
year differences, the percentage rate differences shown in Exhibit II differ from those described in 
this section.  The rates for prepaid dental plans (DeltaCare USA and SafeGuard) are the rates 
negotiated with the carriers.

The Delta Dental PPO rates will decrease by 6.7 percent for 2014.  Non-represented employees will 
have a two-month premium holiday in April and May 2014 in order to bring down a high premium 
stabilization reserve with Delta Dental.  This means there will be no premiums charged for two 
months to either the employee or the County for those employees enrolled in the Delta Dental Non-
represented plan.  The prepaid dental plan DeltaCare USA’s rates remain the same for 2014.  

SafeGuard’s contract rates will decrease by 1 percent for 2014.

Aon’s opinion certifying the dental rates as justified is included in Attachment B.

Life Insurance and Disability Programs for Non-represented Employees

GVUL life insurance and dependent term life rates remain the same and are guaranteed through 
2016.  SIB rates remain the same and are guaranteed through December 31, 2016.  Cigna’s basic 
term life insurance for certain non-represented employees remain the same and are guaranteed 
through 2016.  Cigna’s AD&D rates remain the same and are guaranteed through 2016.

There will be no changes in the cost of LTD, LTD Health Insurance and STD rates for 2014.

IMPACT ON CURRENT SERVICES (OR PROJECTS)
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None.

WILLIAM T FUJIOKA

Chief Executive Officer

Enclosures

c: Auditor-Controller
County Counsel
Executive Office, Board of Supervisors
Human Resources
SEIU Local 721
Coalition of County Unions
Aon Hewitt

Respectfully submitted,

WTF:BC:JA
MTK:LSB:mst
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